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CONFIDENTIAL STATE 028402 

E.O. 11652: GDS 
TAGS: BENC, BR 

SUBJECT: MAJOR PROJECT: UEC'S NEGOTIATIONS AT CSN 

1 . USS ENGINEERS AND CONSULTANTS (UEC) HAS ASKED 
COM/MEPD FOR INFORMATION CONCERNING GOB FEELINGS TOWARD 
THEIR CONTINUING AS CONSULTANT AT CSN. AT THE PRESENT 
TIME UEC IS NEGOTIATING AN EXTENTION OF THIS CONTRACT. 

2. AS POST AWARE, UEC HAS BEEN CSN'S CONSULTANT FOR 
SEVEN YEARS MAINTAINING A MORE OR LESS EXCLUSIVE POSITION 
UNTIL NIPPON STEEL WAS HIRED TO PROVIDE TECHNICAL 
ASSISTANCE ON THE BLAST FURNACE. DURING THIS PERIOD CSN'S 
PRODUCTION HAS INCREASED MARKEDLY AND YET THE RAPID 
GROWTH HAS ALSO CAUSED PROBLEMS INCLUDING THE CURRENT 
PHASE III SITUATION. POST IS WELL AWARE OF THESE 
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PROBLEMS. 

3. AS A RESULT OF PHASE III DIFFICULTIES, UEC HAS THE 
IMPRESSION NIPPON STEEL IS TRYING TO CONVINCE THE 
BRAZILIANS THAT THEY SHOULD BE HIRED AS OVERALL 
CONSULTANT. UEC UNDERSTANDS NIPPON HAS MADE OVERTURES 
TO OFFICIALS IN CSN, SIDERBRAS, AND INPI, AND THEY 
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BELIEVE THERE MAY BE SOME INTEREST IN THE JAPANESE 

PROPOSAL. BECAUSE OF THIS UEC HAS EMPHASIZED TO CSN 
THAT THEY ARE THE ONLY ONES WHO CAN BRING CONTINUITY 
TO THEIR OPERATIONS. THEY ALSO POINT OUT THAT UEC WAS 
SELECTED TO RE-EXAMINE CSN'S EXPANSION BECAUSE OF THEIR 
WIDE-RANGING EXPERIENCE WITH THE COMPANY. 

4. UEC IS VERY CONCERNED WITH THE SITUATION AS THEIR 
TEAM BEGINS A SECOND ROUND OF NEGOTIATIONS, FEBRUARY 10, 
WITH CSN'S VICE PRESIDENT FOR OPERATIONS. AS A RESULT 
WE WOULD APPRECIATE POST MAKING DISCREET INQUIRES TO 
FIND OUT CURRENT GOB FEELINGS ON RETAINING UEC AS 
CONSULTANT AT CSN. 

VANCE 
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